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REVIEWS
Writings in Accounting
PHYLLIS E. PETERS, CPA, Editor
Touche, Ross, Bailey & Smart
Detroit, Michigan

“FINANCIAL ANALYSIS TO GUIDE CAP
ITAL EXPENDITURE DECISIONS,” John
H. Kempster, National Association of Accoun
tants, New York, N.Y., 1967, $2.50.

is, without discounting and with income esti
mated using accrual accounting), and half are
using rate of return calculated by the dis
counted cash flow method.

The usual definition of project rate of return
is that it is the maximum rate of interest which
could be paid for project funds without loss to
the project. Project funds are the cash outlays
used for the project. Nearly all the companies
are using the expected payoff period as a sup
plementary test. There is evidence that the dis
counted cash flow methods are becoming more
popular.

The scope of this study, known as Research
Report No. 43, covers capital budgeting as a
part of long-range and annual planning, capital
expenditure budgets, administrative procedures,
project evaluation, and modern analytical tech
niques for capital expenditure evaluation. Pro
ject rankings, project earning power, and the
reinvestment assumption are discussed in an
appendix. There are 36 illustrative exhibits, as
well as discussion including definitions of vari
ous items under the topics mentioned above.
The study logically follows the National Associ
ation of Accountants Research Report No. 42,
“Long-Range Profit Planning” which was re
viewed in the April 1965 issue of THE WO
MAN CPA.

Report No. 43 emphasizes the relationship
of capital expenditures management to plan
ning and budgeting. Long-range planning con
stitutes a program of rational action for a com
pany. Its main purpose is to serve as a process
whereby desired goals and objectives can be
deliberately chosen and pursued. Decision-mak
ing is the main purpose of project analysis and
the development of information about projects
should be directed at revealing differences be
tween alternatives.

Much of Report No. 43 and many of the
conclusions reached during the study are based
upon interviews with the management person
nel of 28 companies. The field study work was
done by S. D. Flynn under the direction of
N.A.A.’s Research Director, Dr. Walter R. Mc
Farland. A number of other companies also
contributed information about their procedures
or analysis methods. Full advantage, however,
is taken of the studies already published in this
area, including N.A.A. Research Report No. 35,
“Return on Capital as a Guide to Managerial
Decisions.”
An important finding of Report No. 43 is
that management is increasingly using formal
capital budgeting and rate of return measures
in investment decisions. The study also revealed
a trend toward increased effort to test invest
ment worth at early stages of project formula
tion.
The number of companies covered by the
study is too small to support an answer as to
what test of investment worth is now most
widely used, but it was revealed that half the
participants are using return on investment cal
culated by the financial statement method (that

Instead of planning projects, a few com
panies are experimenting with financial models
of entire divisions. Capital requirements are
based on the division or company model and
the need for detailed project financial evalua
tion is either partly or entirely eliminated.
The authors state that the report is designed
to be a working guide as well as a research
report and there is therefore considerable em
phasis on method. Theory is also summarized,
but the authors make no claim that the study
breaks new ground in the capital budgeting
and financial analysis field. It should, however,
be beneficial to anyone who is working in
this area. A two and one half page bibliog
raphy is included which should be helpful
to anyone who wishes to study further in
the fields of long-range planning, capital bud
geting, and financial management.

Mary E. Burnet, CPA
Rochester Institute of Technology
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“THE ART OF DECISION-MAKING,” Jo
seph D. Cooper, Doubleday & Company, Inc.,
Garden City, New York, 1961, 387 pages.

to part-time work during the years when
their children are under 12.
(4) There is some difference in earnings by
geographical location, but women have
been successful in earning top salaries in
virtually every area of the United States
and Canada.
(5) The younger respondents have more form
al education than those in the three high
er age groups, although a surprising per
centage of respondents in every age group
have some college work.
(6) Earnings are higher for the majority of
workers in CPA firms, Education, and
Government employment. However, high
est salaries’ are received by those who are
partners or proprietors of their own Ac
counting Practices and those in certain
Industrial and Commercial firms. In Edu
cation and Government, there are very
few top salaries.
The American Institute of CPAs indicates
that there is a growing need for accountants
for every area. The greatest need may be for
teachers of accounting. With the growth of
junior and senior colleges, accountants with
Ph.D.s, needed for senior and graduate level
teaching, are in tight supply.
A Northwestern University survey indicates
that there is, in 1969, a gap of some $45.00 a
month between salaries offered women with
Bachelor degrees and those offered men.15 On
the other hand, since the passage in 1964 of
Civil Rights legislation which forbids discrim
ination in hiring practices, more recruiters in
terviewing at colleges and universities have
been actively seeking women accounting stu
dents.
From this recent survey of 3093 women ac
countants, conclusions are that salaries are at
a level which will encourage women to enter
the accounting profession, that employment op
portunities are many, and that progress can be
expected for women in the accounting pro
fession.

The emphasis in management today on de
cision making is reflected in the plentitude
of literature on the subject. Most of that
literature, however, emphasizes the quantita
tive aspects of decision making—the applica
tion of mathematics and statistics with the
aid of a computer.
Joseph Cooper, on the other hand, has
taken a refreshingly different approach to de
cision making. He emphasizes the qualitative
—the human and behavioral aspects—as well
as the impact of mature business judgment
gained from experience. In other words, he
talks about the kind of decision making that
cannot be reduced to a mathematical for
mula, with details fed into a computer, and
an answer (some would call it a decision)
provided in the printout. Rather he is con
cerned with decisions that require the ap
plication of human judgment to the situation,
the kind of decisions which are not routine
but individual or perhaps even unique.
The book is fascinating reading since it
is a look at the way man’s mind works when
confronted with problem solving in a variety
of situations. Written in layman’s terms, it is
easily readable. The many examples of busi
ness decisions and their background add con
siderable interest. The book might also be
termed a “how to do it” book; that is, it
should provide the reader with a great deal
of help in improving his decision-making abili
ties.
Dr. Bernadine Meyer
Duquesne University

PROFILE
(Continued from page 11)

(3) There is ample evidence that accounting
and marriage, with or without children,
can be successfully combined. Some, but
not all, women accountants retire or go

15Schaeffer, op. cit., page 58.

ANNUAL MEETING
AMERICAN SOCIETY OF WOMEN ACCOUNTANTS
In accordance with ARTICLE XI, Section 1, of the National Bylaws of the American Society of Women
Accountants, notice is hereby provided that the 29th Annual Meeting of the Society will be held in
conjunction with that of the American Woman's Society of Certified Public Accountants at the Beverly
Hilton Hotel, Los Angeles, California, October 1-4, 1969. The Annual Business Meeting of the American
Society of Women Accountants has been called for 9:00 a.m., Friday, October 3, 1969.
Marjorie M. Becker
National Secretary, 1968-1969
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